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abstRact: We study the multinationalization—the decision to establish foreign direct investment 
(FDI)—of Peruvian restaurants. Despite a long exporting tradition, many Peruvian firms have only 
recently become multinational enterprises (MNEs). The analysis of eighty-two cases of Peruvian res-
taurants FDI in the Americas, Europe and Asia, reveals several findings. First, it confirms the received 
view that Multilatinas take a long time to become MNEs, and they become MNEs after changes in 
the home country that follow structural reform induce them to upgrade their competitiveness to 
international levels. However, unlike previous studies, we found that Peruvian restaurants expand 
to countries with proximate as well as with distant psychic distance. These findings are at odds with 
the gradual internationalization model and the eclectic paradigm. Second, this study found support 
for the institutional proposition of internationalization, that is, institutional pro-market reforms 
benefit domestic firms over foreign MNEs, which facilitate domestic firms’ multinationalization. 
Peru has seen a significant economic recovery during the last decade, which just recently has cre-
ated opportunities for the emergence of Peruvian Multilatinas. Third, this study found support for 
the RBV proposition of multinationalization namely, that unique business level strategies have dif-
ferent multinationalization processes. 
KeywoRds: multinationalization, internationalization, Emerging countries, Multilatinas, Multina-
tional corporation, Peru, Peruvian restaurants
IntroductIon 
How different is the multinationalization process of companies from 
small emerging economies and what are the more prevalently strategies 
that such multinationals use? the rise of multinational corporations from 
emerging countries is reshaping the global competitive landscape. the 
value of outward Fdi stock from developing countries rose from $130 bil-
lion in 1990 to $860 billion in 2003, south-south Fdi represents one third 
of all Fdi going to developing countries. these flows increased from 15 
Usd billion in 1995 to 50 Usd billion in 2003 (aykut & Goldstein, 2006; 
santiso, 2007). in particular, emerging corporations from latin america, 
or multilatinas, have attracted interest of researchers (Cuervo-Cazurra, 
2008; da silva et al., 2009; santiso, 2008) and practitioners alike (mar-
tinez et al., 2003; toledo, 2008). Companies from argentina, mexico 
and Brazil that were dominant multilatinas in the 1990s, were joined by 
emerging multilatinas from Chile, Colombia, venezuela and Peru in the last 
two decades (américaeconomía, 2008).
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internacionalización De la gastronomía Peruana: un 
análisis De las estrategias De internacionalización 
De los restaurantes Peruanos
resumen: Esta investigación estudia la multinacionalización –es decir 
la decisión de establecer inversión extranjera directa (IED)– de los restau-
rantes peruanos. A pesar de una larga tradición exportadora, muchas em-
presas peruanas se han convertido recientemente en multinacionales. El 
análisis de 82 casos de inversión extranjera directa de restaurantes perua-
nos en América, Europa y Asía revela datos interesantes. El estudio confir-
mó la percepción que las Multilatinas toman un largo tiempo en llegar a 
ser multinacionales. A diferencia de estudios anteriores, se encontró que 
los restaurantes peruanos se expandieron tanto a países próximos como 
lejanos en términos de la distancia psíquica entre el Perú y el país de la 
inversión. Estos resultados están en desacuerdo con lo planteado en el mo-
delo gradual de internacionalización y el  paradigma ecléctico. Asimismo, el 
estudio apoya la teoría institucional de internacionalización. Las reformas 
institucionales y económicas favorecen el crecimiento de empresas locales, 
facilitando así la multinacionalización de la empresa local. Perú ha experi-
mentado una significativa recuperación económica la última década, que 
recientemente ha creado oportunidades para la aparición de las multilati-
nas peruanas. Finalmente, este estudio sugiere que la teoría de crecimiento 
empresarial desde la perspectiva basada en los recursos da una explicación 
plausible de la multinacionalización de las empresas Latinoamericanas. En 
particular esta teoría sugiere que diferentes modelos de negocios condu-
cen a diferente ubicación geográfica de IED de las multilatinas.
Palabras clave: multinacionalización, internacionalización, economías 
emergentes, multilatinas, corporación multinacional, Perú, restaurantes 
peruanos.
l’internationalisation De la cuisine Péruvienne: une 
analyse Des stratégies D’internationalisation Des 
restaurants Péruviens
résumé : Cette recherche étudie la multinationalisation - à savoir la 
décision d’établir l’investissement étranger direct (IED) - des restaurants 
péruviens. Malgré une longue tradition d’exportation, de nombreuses 
entreprises péruviennes sont récemment devenues des multinationales. 
L’analyse de 82 cas d’investissements directs étrangers de restaurants 
du Pérou en Amérique, en Europe et en Asie révèle des faits intéressants. 
L’étude a confirmé l’impression que les Multilatinas prennent un certain 
temps pour devenir des multinationales. Contrairement aux études anté-
rieures, nous avons constaté que l’expansion des restaurants péruviens 
est à la fois proche et lointaine en termes de distance psychique entre le 
Pérou et le pays d’investissement. Ces résultats sont en désaccord avec 
les déclarations contenues dans le modèle graduel d’internationalisation 
et le paradigme éclectique. L’étude prend également en charge la théorie 
institutionnelle de l’internationalisation. Les réformes institutionnelles et 
économiques favorisent la multinationalisation des entreprises locales. Le 
Pérou a connu une reprise économique significative au cours de la dernière 
décennie, ce qui a récemment créé des opportunités pour l’émergence de 
multinationales au Pérou. Finalement, cette étude suggère que la théorie 
de la croissance des entreprises en ce qui concerne les ressources fournit 
une explication plausible de la multinationalisation des entreprises latino-
américaines. En particulier, cette théorie suggère que les modèles d’affaires 
différents entraînent une localisation géographique différente de l’IED par 
des multinationales.
mots-clefs : multinationalisation, internationalisation, économies 
émergentes, multilatinas, entreprise multinationale, Pérou, restaurants 
péruviens.
internacionalização Da culinária Peruana: ma 
análise Das estratégias De internacionalização De 
restaurantes Peruanos
Portugués: Este trabalho estuda a multinacionalização - ou seja, a de-
cisão de estabelecer o investimento direto estrangeiro (IDE) - dos restau-
rantes peruanos. Apesar da longa tradição de exportação, muitas empresas 
peruanas recentemente se tornaram multinacionais. A análise de 82 casos 
de investimento direto estrangeiro dos restaurantes peruanos na América, 
Europa e Ásia revela fatos interessantes. O estudo confirmou a percepção 
de que as Multilatinas demorar muito tempo para tornarem-se multinacio-
nais Ao contrário de estudos anteriores, verificamos que os restaurantes 
peruanos investiram no exterior em países próximos e distantes em termos 
de distância psíquica entre o Peru e o país de investimento. Estes resultados 
estão em desacordo com as declarações do modelo de internacionalização 
gradual e do paradigma eclético. O estudo também apóia a teoria insti-
tucional de internacionalização. As reformas econômicas incentivaram o 
crescimento das empresas locais, facilitando assim a internacionalização 
das mesmas. O Peru tem experimentado uma recuperação econômica sig-
nificativa na última década, que recentemente criou oportunidades para o 
surgimento de multinacionais no Peru. Finalmente, este estudo sugere que 
a teoria do crescimento dos negócios a partir da perspectiva baseada em 
recursos fornece uma explicação plausível para a internacionalização das 
empresas latino-americanas. Em particular, esta teoria sugere que os mo-
delos de negócios diferentes levam a diferente localização geográfica do 
IDE por multinacionais.
Palavras chave: multinacionalização, internacionalização, economias 
emergentes, multilatinas, empresa multinacional, Peru, restaurantes pe-
ruanos.
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the study of multinationalization, which is the process of 
international expansion via foreign direct investment (Fdi), 
is explained by two main theoretical streams, namely, the 
incremental internationalization model and the eclec-
tic paradigm. the incremental internationalization model 
originally proposed that liability foreignness, the relative 
psychic distance between the home country and the Fdi 
host country, acted as a dampening of multinationaliza-
tion speed. the liability of foreignness restrained the direc-
tion of Fdi from closer to gradually expanding to further 
psychic distance (Johanson & vahlne, 1977). Firms have 
recently revised this model to include liability of outsid-
ership, in relation to the relevant global network. in this 
revised perspective, liability of outsidership more than psy-
chic distance is the root of uncertainty associated to mul-
tinationalization (Johanson & vahlne, 2009). the eclectic 
paradigm proposed that multinationalization is the result 
of firms exploiting ownership, location, and internaliza-
tion advantages (dunning, 1979, 1980). these models 
emerged and were tested mainly in the context of mul-
tinational from developed countries. Recent studies have 
raised the issue of extending (Cuervo-Cazurra, 2008; Cuer-
vo-Cazurra & dau, 2009) or altogether developing a new 
theory that address the peculiarities of multinationals from 
emerging economies (Guillén & García-Canal, 2009). 
these extensions address the multinationalization pro-
cess or large multinationals from the largest countries in 
the latin america, such as argentina, Brazil, and mexico. 
However, there few little empirical evidence revealing the 
multinationalization process of multilatinas from small 
emerging countries. in addition, studies addressing multi-
latinas use large diversified multinationals with operations 
in multiple industries. such research design is intended to 
generalize multinationalization practices at the corporate 
strategy level of analysis. However, a multiple industry re-
search design lends itself to confound firm strategies at 
the business unit level of analysis.
therefore, in this paper we analyze the multinationaliza-
tion of developing country mnes. in particular, we study 
the multinationalization strategies at the business level of 
analysis. We use a sample of Peruvian restaurants to illus-
trate the process. Peruvian restaurants present perhaps the 
most remarkable example of multinationalization of small 
companies, based on individual skills, ownership advan-
tage, and organizational capabilities. Restaurants require 
a small investment in comparison to the Fdi necessary to 
expand large technology (e.g., embraer), natural resourc-
es exploitation (e.g., PetroBras), industrial manufacturing 
(e.g., Cemex), or packaged food distribution (i.e., Grupo 
Bimbo). in addition, restaurants face stiff competition 
from already established large foreign fast food multina-
tionals (e.g., mcdonalds, yum! Brands, or Burger King). 
the analysis confirms previous findings that multilati-
nas take a long time to become mnes, and they become 
mnes after changes in the home country that follow 
structural reform induce them to upgrade their competi-
tiveness to international levels. Peru has seen a signifi-
cant economic recovery during the last decade, which just 
recently has created opportunities for the emergence of 
Peruvian multilatinas. second, this study compares eight 
factors affecting multinationalization, namely, 1) time of 
Fdi, 2) geographic, 3) cultural, 4) development distance, 
5) market integration in products, 6) market integration 
of factors of production, 7) growth of domestic market, 
and 8) business models. We found that Peruvian restau-
rant’s multinationalization speeded up after the imple-
mentation of economic reforms. their domestic growth 
and international expansion is relatively faster that the 
growth of foreign fast food multinationals in Peru. in ad-
dition, we found that all Peruvian restaurants Fdi oc-
curred in countries that had high market integration. Both 
findings lend additional support to the institutional hy-
pothesis of expansion of domestic firms, namely, that do-
mestic firms rather than foreign multinational firms are 
the main beneficiaries of local and regional institutional 
premarket reforms.
Finally, this paper introduces a RBv analysis of business 
model of multinationalization strategies. We found that 
Low Cost leaders’ restaurants grew faster in the domestic 
market and had higher levels of Fdi than Premium niche 
restaurants. in addition, the direction of multinationaliza-
tion varied by business model. Low Cost leaders’ restau-
rants concentrated their Fdi in Central america. a RBv 
explanation of that behavior is the search to increase their 
organizational capabilities via close observation and learn-
ing of multinational competitors. For instance, Guatemala 
has almost all the franchises in the world in their domestic 
market. Peruvian restaurants could see such markets as a 
relatively safe learning ground on how to learn to compete 
with multinational franchises operations (e.g., Bembos). in 
contrast, Premium niche restaurants expanded simultane-
ously to both psychic-proximate markets in the southern 
Cone of south america, and psychic-distant markets such 
as north america, europe and asia (e.g., astrid y Gastón). 
a RBv explanation of this behavior suggests that Premium 
niche companies expanded based on the acceptance of a 
business model designed to please global customers with 
an innovative cuisine that uniquely fused Peruvian and eu-
ropean culinary traditions. 
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the paper is organized as follow. in the next section, we 
present the research design to analyze the case studies. a 
discussion of insights obtained from the analysis follows 
their description. We conclude with a summary of contribu-
tions and future research. 
researcH desIgn
to establish external validity of the findings, this paper 
replicated findings with the use of variables employed in 
previous studies (Cuervo-Cazurra, 2008). Cuervo-Cazurra 
(2008) used cultural and development distance in addi-
tion to time of Fdi as measures psychic distance and grad-
ual internationalization. this paper also analyzes growth 
of domestic firms vis a vis foreign multinationals. this is 
to address new theorizing on the impact of the econom-
ic deregulation on domestic firms (Cuervo-Cazurra & dau, 
2009). in addition, this paper introduces measures of 
market integration, namely, products-market and factors-
market integration (Rivas et al., 2006). Recent theorizing 
on semiglobalization suggests that incomplete market in-
tegration constrains multinationals expansion behavior 
(Ghemawat, 2003). third, based on the resource Based 
view of the firm (RBv) this paper introduces archetypical 
business strategies to explain multinationalization strate-
gies of small restaurants. 
We followed the general guidelines for case analysis 
(maanen, 1983; miles & Huberman, 1984 [1990]; yin, 
1989). this study performs a literal replication of previous 
case research of multilatinas (Cuervo-Cazurra, 2008), an 
expands the analysis to a theoretical replication following 
the design recommended by yin (1989).
We selected the cases from secondary data sources in 
Peru. arellano marketing, a Peruvian consulting company, 
estimated 18,144 restaurants in lima in 2002, a number 
that grew to approximately 31,450 by 2009. We cross-
referenced two local databases, namely, the directorio de 
datos categorizados (June 2009), and the directorio de em-
presas (DIME), and we obtained 86 top restaurants. the 
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directorio de datos categorizados (directory of categorized 
data) was developed by the ministry of Commerce and 
tourism (minCetUR). the ddC database has information 
on restaurants registered in the roster of minCetUR. the 
directorio de empresas (dime) was elaborated by a con-
sulting company namely, IPSOS APOYO Opinion y Mercado. 
the dime database has information on companies located 
in lima and surrounding provinces categorized by the Pe-
ruvian industry code (CiiU). We used the CiiU 5520 corre-
sponding to restaurants and bars. 
From cross-referencing the ddC and dime databases, we 
selected the 86 restaurants from lima that were listed on 
both databases. From these 86 restaurants, we selected 
those that had at least one instance of Fdi, and excluded 
any foreign multinational fast food restaurant. the result-
ing sample had 16 restaurants. most of these restaurants 
opened various locales in different countries per year af-
ter 2000. We recorded 38 company/year events of invest-
ment abroad resulting from 1989 to 2009 for 82 Fdis.
table 1 shows a description of our final sample, in compari-
son to the top foreign multinational fast food franchises 
(Pizza Hut, Burger King, KFC, and mcdonalds). the sample 
has a limitation of size, but presents a very interesting set 
of rising stars. Recognizing the economic potential for this 
business segment, the Peruvian government has designat-
ed the culinary industry as “producto bandera,” which is a 
category designating eight business segments deemed of 
national marketing efforts. Restaurants like astrid y Gas-
tón have received much international notoriety for their 
culinary innovations such as the Fusion cuisine, yielding 
dishes with an intriguing blend of european and native fla-
vors and spices. Founder and entrepreneur Gastón acurio 
has achieved the status of a local hero. acurio along with 
other entrepreneurs founded the Asociación Peruana de 
Gastronomía (aPeGa) to promote Peruvian cuisine at do-
mestic and international markets. 
InsIgHts From tHe case studIes
We performed an analysis of time to start multinational-
ization and location of first multinationalization to repli-
cate findings of previous research on multinationalization 
of multilatinas (Cuervo-Cazurra, 2008). 
taBle 1. Key indicators of the firms analyzed












astrid y Gastón Fusion 1 7 1.5 42 7
osaka Fusion 1 2 n.a. n.a. 1
el otro sitio Peruvian food 1 5 n.a. n.a. 1
tanta Peruvian food 4 2 1.8 70 2
Brujas de Cachiche Peruvian food 1 4 1.4 52 1
alfresco Peruvian seafood 1 2 n.a. n.a. 1
la mar Peruvian seafood 1 7 n.a. n.a. 5
segundo muelle Peruvian seafood 3 4 n.a. n.a. 3
Pardos Chicken Roasted Chicken 14 4 1.7 13 3
las Canastas Roasted Chicken 6 1 n.a. n.a. 1
Roky’s Roasted Chicken 51 2 1.7 55 2
la Caravana Roasted Chicken 5 1 2.5 220 1
Bembos Peruvian Burgers 40 3 17.4 745 2
China Wok Peruvian-Chinese 22 36 3.5 320 6
la Gran Fruta Juices and sandwiches 4 1 n.a. n.a. 1
Norky’s Roasted Chicken 42 1 n.a. n.a. 1
Pizza Hut & Burger King Fast food (Us mnC) 14 11,925 a 23.4 2,355 n.a.
McDonald’s Fast Food (Us mnC) 10 32,478 6.0 600 n.a.
KFC Fast Food (Us mnC) 46 37,080 b 30.7 2,000 n.a.
a: data for Burger King only; b: Data for KFC, Pizza Hut, and Taco Bell; c: data for Net sales in Perú only; d: Data for US multinational corporations (MNCs)’ number of restaurants abroad corresponds to 
worldwide number of locations. Net Sales and number of employees are for the year 2007. Total restaurants in Perú, Total foreign countries with FDI, and total number of restaurants abroad are for the 
year 2009. n.a.: not available.
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Time to start multinationalization
We coded the year of the first Fdi and compared this to the 
year when they were created. on the y-axis, we have the 
year when the firms first established Fdi. on the x-axis, we 
have the year when the firms were created.
Figure 1 findings are in line with previous research of in-
ternationalization of multilatinas (Cuervo-Cazurra, 2008). 
Figure 1 confirms that latin american firms started mul-
tinationalization much later than they were created, with 
an average of 12 years lapsing between their foundation 
and the start of multinationalization. in addition, these 
findings lend support to the institutional hypothesis of 
internationalization, namely, that pro-market reforms in 
latin america benefited internationalization of domestic 
firms(Cuervo-Cazurra & dau, 2009).
structural pro-market reforms started in 1990 with the first 
government of President alberto Fujimori. economic re-
forms were implemented in response to a crisis that erupt-
ed in the mid eighties, during President Alan García’s first 
term in office. President alan Garcia served a first term as 
President from 1985 to 1990. a severe economic crisis, so-
cial unrest and violence marked his first term. after the de-
fault foreign debt and debt crisis of 1983, Peru plunged in 
a hyperinflationary spiral and saw the onset of insurgency 
led by two terrorist groups, namely, shining Path (send-
ero luminoso) and the mRta (movimiento Revolucionario 
tupac amarú). By 1990, the country was isolated from 
the international trade and investment community. dur-
ing the early 1990s, Fujimori implemented macroeconom-
ic economic reforms that set Peru on a recovery path. He 
also defeated the two main guerrilla movements that were 
rampaging Peru amidst a civil war restoring a sense of sta-
bility to the nation. His methods were drastic and later will 
bring him dramatically to his downfall. in 1992, President 
Fujimori closed Congress to retain control.  When Congress 
was reopened, it approved an unconstitutional third pe-
riod for the president. during his second term 1995-1999, 
he pushed aggressive pro-market reforms and conducted 
the privatization of state owned corporations. His third 
term ended abruptly in 2000 amidst corruption charges 
and with President Fujimori resigning to his commission 
and fleeing to Japan. the president of Congress, valentín 
Paniagua, formed government of transition charged with 
organizing general elections that led to the election of 
alejandro toledo as president of Peru. alejandro toledo 
came to international prominence after leading the op-
position against President alberto Fujimori, who held the 
presidency from 1990 to 2000. President alejandro toledo 
(2001-2006) pushed aggressively the implementation of 
pro-market reforms and pushed for regional integration. 
alan García won the 2006 elections in a run-off against 
Union for Peru candidate ollanta Humala. Unlike his first 
disastrous presidential term, President alan García (2006-
2011) continued with the pro-market reforms and regional 
integration efforts of his two predecessors. during alan 
Garcia second term, former President Fujimori was captured 
in 2005 during a visit to Chile. He was tried, convicted 
in 2007 for crimes against Humanity, and sentenced to 
a 25-year prison term. The court also added a 7 and 1/2 
year term for embezzlement of state funds. 
Remarkably, Figure 1 shows that restaurants speeded-up 
their multinationalization after the onset of pro-market re-
forms in 1990. Restaurants that started before 1990 had 
FIgure 1. Positioning of firms by the year of creation and year of first multinationalization
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an average of 12 years of delay from founded to multina-
tionalization. Besides, restaurants that were founded after 
1990 had an average of 4 years of delay from founded 
to multinationalization. the latter restaurants started mul-
tinationalization three times faster that the former did. 
Hence, these findings contradict the gradual internation-
alization model and support the institutional preposition 
of internationalization.
Location to start multinationalization
Figure 2 findings are in line with previous research on first 
Fdi of multilatinas (Cuervo-Cazurra, 2008). Figure 2 shows 
the location of the restaurants first Fdi. these results are 
hard to explain by either of the two theoretical model of 
internationalization. the gradual internationalization pro-
poses that firms expand first to countries with proximate 
psychic distance, such the southern region of south amer-
ica. a cluster of restaurants follows this pattern. Howev-
er, other group of restaurants follows the opposite pattern 
by internationalizing first to countries with remote psychic 
distance such as the Us or india. even if we consider liabil-
ity of outsidership instead of psychic distance, it seems 
apparent that Usa and india would score high in outsider-
ship relative to global network based in Peru. in addition, 
no apparent location advantage explains both close Fdi 
and distant Fdi.
Market integration to start multinationalization
after performing a literal replication of previous findings 
(Cuervo-Cazurra, 2008), we expanded the theory by add-
ing a comparison of other institutional factors, such as 
market integration with other countries. We include this 
variable to build support in favor of the institutional prop-
osition of internationalization of multilatinas (Cuervo-Ca-
zurra & dau, 2009). 
an important institutional phenomenon in latin america 
was the spread of domestic pro-market policies across the 
region. most latin american countries realized that they 
had lost a decade or two since the debt crisis of 1983 and 
launched aggressive regional and global integration trade 
policies. Consequently, the region joined the world after 
1990 on a race towards economic globalization. 
From an economic globalization perspective there are 
two types of market integration: product-market integra-
tion and factor-market integration (Ghemawat, 2003). 
Ghemawat defined product-market-integration as the in-
complete integration among countries achieved by global 
trade, foreign direct investment, and convergence of pric-
es. Factor-market-integration refers to the (uneven) pooling 
of country’s resource endowments such as capital, labor, 
and knowledge across borders. 
FIgure 2. Positioning of firms by the cultural and development distances between the home country and the country where 
the firms first established FdI
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We measured the above-mentioned two aspects of market 
integration (i.e., integration of markets of products, and in-
tegration of markets of factors of production) using the fol-
lowing items: trade integration, foreign direct investment 
integration, price integration, capital integration, labor 
integration, and knowledge integration. these items are 
the most relevant measures suggested by the emerging iB 
literature in globalization (Buckley & Ghauri, 2004; Ghe-
mawat, 2003; Ricart et al., 2004). 
our measures captured “how similarly countries are inte-
grated to the world” as indicators of market integration 
between countries. our market integration measures are 
based on Balassa’s inequality indices. The international 
trade literature use extensively Balassa’s indices (Balassa, 
1986; Balassa & Bauwens, 1987; Bergstrand, 1990). the 
following expression is the similarity index of trade inten-






































trade-integration between countries (TRDij) is equal to 1 
when both countries i and j have equal values of trade in-
tensity (TRDi and TRDj), and TRDij is equal to 0 when 
trade intensity of one country is very small in comparison 
to the other. We also calculated each of the items. to calcu-
late Fdi integration we used Fdi inflows; for Price integra-
tion, consumer prices indices; for Capital integration, capital 
intensity; for labor integration, wages; and for knowledge 
integration, average years of higher schooling in the total 
population.
a recent study of the above-mentioned measures of mar-
ket integration (Rivas et al., 2006) revealed a slightly differ-
ent definition from the one proposed by Ghemawat (2003). 
Rivas et al. (2006) performed a factor analysis between 
1970 and 2000 on these items. the authors found that 
integration of trade and Fdi loaded on one factor, whereas 
integration of prices, capital, wages, and education loaded 
on a different factor. Based on this insight, we calculated 
product market integration as the average of measures of 
trade integration and Fdi integration. We calculated factor 
market integration as the average of measures of integration 
of prices, capital, wages, and schooling.
We then calculated the product-market and factors-market 
integration indices for every event of Fdi made by Peruvi-
an restaurants. these indices were calculated between Perú 
and the Fdi target country. We had indices available from 
1970 to 2000. However, with the exception of two instanc-
es, most of the Fdi events occurred after 2000. Given this 
limitation, we used the indices for 2000 for all instances of 
Fdi occurred between 2000 and 2009.
Figure 3 shows that all restaurants started multinational-
ization to countries with high market integration. the ear-
liest restaurant to internationalize was, in 1989, el otro 
sitio. this restaurant is positioned in high factor-market in-
tegration (high integration of prices, capital stock, wag-
es, and schooling). However, it is positioned close to the 
threshold for low product-market integration (low integra-
tion of trade and Fdi). this indicates that this restaurant 
had its first Fdi when markets where fairly closed to trade 
and investment, nevertheless they were similar in other in-
stitutional aspects. these findings lend additional support 
to the institutional proposition of internationalization of 
multilatinas.
Business level multinationalization strategies
We used a resource based view (RBv) to analyze the impact 
of business model and multimatinalization. the resource 
based view states that the resource profile controlled by 
firms determine their performance (Barney, 1991; Barney, 
1996; Penrose, 1959; Wernerfelt, 1984). We classified the 
business models by using a price versus quality map. the 
two authors and two research assistansts ranked the top 
Peruvian restaurants by price and quality. data for price 
was obtained from websites and menu cartes obtained 
for each reataurant. data for quality was obtained from 
the “directorio de restaurantes categorizados y calificados,” 
a local directory of restaurants. once everybody had a 
chance to review the categories, we discussed the corre-
sponding restaurant positions on the map. in addition, the 
main authors visited most of the restaurants in the sample 
to verify the quality classification. 
Figure 4 shows four archetypical business models, name-
ly, low Cost leadership, Premium niche, low Coast niche, 
and stuck in the middle. the Premium niche business 
model represents restaurants that have created culinary in-
novations fusing or mixing elements of european or asian 
food with the traditions of Peruvian cuisine (e.g., astrid 
and Gastón). they are higher in price and quality than their 
competitors are. low Cost leaders are restaurants that of-
fer a reduced variety of fast food, but at a high quality and 
similar or lower price than competitors (Bembos). low Cost 
niche restaurants focus on rotisserie chicken at lower price 
than competitors do. Peruvian rotisserie chicken or “pollo a 
la brasa” has levels of devotion and national pride among 
the vast local population. We coded each restaurant with a 
dummy variable representing each business model.
We propose a RBv hypothesis of internationalization 
of multilatinas; namely, firms learned and developed or-
ganizational capabilities that ultimately improved their 
effectiveness for competing abroad. the institutional 
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proposition of internationalization assigns the gain in com-
petitiveness, on the reduction in transaction costs for do-
mestic firms due to favorable institutional factors. the RBv 
proposition assigns such gains to learning, accumulation 
of assets and unique capabilities. the two propositions 
are complementary: the institutional framework addresses 
the overall reduction of transaction costs for all domestic 
firms, whereas the RBv addresses why there is heterogene-
ity of performance among domestic firms. 
Figure 5 shows the average net revue and growth for each 
business model (average of companies of our sample), 
compared to foreign fast food multinationals competing 
in Peru. Growth for Us-mnCs decline gradually where-
as growth for low Cost leaders and Premium niche in-
crease gradually over the period. in the last year of the 
trend (2007), growth of both Premium niche and low Cost 
leaders were substantially larger than the growth of Us 
fast food mnCs.
these findings lend support to both the institutional prop-
osition of internationalization of multilatinas as well as 
the RBv proposition. Regarding the institutional proposi-
tion, pacification of the insurgency, pro-market reforms, 
and market integration with countries of the region re-
duced transaction costs for domestic firms creating the 
conditions for a rapid growth of domestic companies. do-
mestic restaurants benefit more from economic global-
ization that foreign multinational companies competing 
in Peru. Regarding the RBv proposition, domestic restau-
rants in the two top performing groups were able to ac-
cumulate resources and gain organizational capabilities 
while perfecting their business models. low cost leaders 
benefited the most presumably, because the standardiza-
tion inherent to such business model accelerated their 
speed of expansion. 
Figure 6 shows a logarithmic scale of number of Fdi on the 
y-axis and net revenues on the x-axis. the logarithmic scale 
facilitates the visualization of elasticity between Fdi and 
domestic revenues, which is the slope of the trend shown 
in the logarithmic-scale scatter-plot. the findings sug-
gest that the percentage growth of Fdi increases with the 
FIgure 3. Positioning of firms by the product and market integration between the home country and the country where the 
firms first established FdI
Key to symbols: a: Astrid y Gastón, Pardos Chicken; b: Tanta, Roky’s; c: Brujas de Cachiche, La Mar, Segundo Muelle, Las Canastas; d: Norky’s, La Caravana, La Gran Fruta.
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FIgure 4. Positioning of firms by their domestic business model
FIgure 5. average net revenue and growth by business model: 2001-2007
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percentage growth of domestic revenues. Both revenues 
and Fdi were an order of magnitude larger for low Cost 
leaders than for Premium niche restaurants. We had in-
complete data and could not calculate the trend for low 
Cost niche restaurants.
these findings lend support to both the RBv and the in-
stitutional propositions of internationalization of multila-
tinas. Regarding the institutional proposition, pro-market 
reforms led to international expansion of domestic firms. 
Regarding the RBv proposition, different business models 
with unique organizational capabilities and resource pro-
files yield different internationalization rates. 
Figure 7 shows the breakdown of Fdi by business mod-
el over the past two decades. the two dominant busi-
ness models of multinationalization are low Cost leaders 
(55%) and Premium niche (38%). 
Figure 8 reveals each business model has a distinctive 
and unique multinationalization process. low Cost lead-
ers focused on Central america, whereas Premium niche 
focused both on the southern region of south america 
and north america. these findings lend support to the 
RBv proposition. For instance, Guatemala hosts most of 
the existing foreign multinational franchises companies. 
such a place is an ideal learning ground for low Cost 




to improve the external validity of this study, we replicate 
the findings of previous research on internationalization 
of multilatinas (Cuervo-Cazurra, 2008). Regarding time to 
start multinationalization, we found that multilatinas have 
a substantial delay between the year funded and the first 
Fdi. However, Fdi increased exponentially after the imple-
mentation of pro-market reforms in the 1990s. Regarding 
location to start multinationalization, we found that multi-
latinas expand to countries with proximate as well to coun-
tries with distant psychic distance. these findings are at 
odds with the gradual internationalization model and the 
eclectic paradigm, the two predominant theoretical mod-
els to explain multinationalization.
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45 FDI out of 130 restaurants in total 
Institutional environment to start 
multinationalization: Pro-market reforms of 
domestic markets and regional market integration
We found support instead for the institutional propositions 
of internationalization of multilatinas, namely, that insti-
tutional reforms reduced transaction costs for domestic 
firms, which benefited domestic firms over multinationals 
competing in the host country. We measured the econom-
ic market integration between Perú and the destination 
country of Fdi. these are measures of the spread of insti-
tutional reforms in the region and the increasing economic 
globalization of latin american countries. We found that 
all the firms started their first Fdi in countries with high 
market integration; hence, their first Fdi was in countries 
with similarly favorable institutional environments. 
Business level multinationalization strategies
We found support for the RBv proposition of internation-
alization of multilatinas; namely, firms learned and devel-
oped organizational capabilities that ultimately improved 
their effectiveness for competing abroad. the institutional 
proposition of internationalization explains gains in com-
petitiveness based on the reduction of transaction costs 
for domestic firms due to institutional reforms. the RBv 
proposition explains such gains due to learning, accumula-
tion of assets and unique capabilities. the two propositions 
are complementary: the institutional framework addresses 
the overall reduction of transaction costs for all domestic 
firms, whereas the RBv addresses why there is heterogene-
ity of performance among domestic firms. 
the study found three main Peruvian restaurants business 
strategies namely, premium niche, low cost leader, and low 
cost niche. two strategies dominated the Peruvian restaurants 
industry’s multinationalization: premium niche and low cost 
leaders. the regional destination of Fdi varied drastically 
between these two strategies, where premium niche com-
panies focused on the Us and the southern Cone of south 
america (mercosur), whereas lows cost leaders focused on 
Central america. Premium niche companies created high 
quality restaurants that introduced products that combined 
european flavors and Peruvian spices, which captured the 
imagination of international enthusiasts of the Peruvian 
cuisine. these restaurants almost simultaneously opened 
restaurants in neighboring countries (mercosur) and in the 
Us. these restaurants targeted their Fdi to cities in the Us 
with substantial Hispanic markets. Besides, low cost leaders 
developed fast food franchises that expanded in the local 
domestic market and became serious competitors of foreign 
fast food chains. Low cost leaders’ pattern of multination-
alization was more conservative and sought learning from 
FIgure 8. regional destinations of FdI by business model: 
1989-2009.
Premium niche
FIgure 7. Breakdown of FdI by domestic business models: 
1989-2009
low cost leaders
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competitors on high competitive markets. this motive led 
them to expand to Central america, where there is a sub-
stantial presence of foreign fast food franchises. 
conclusIon
this study endorses the growing view that there is a need 
to expand the theorizing on multinationalization of firms 
from emerging economies. Both institutional model and 
the Resource based view of the Firm seem promising theo-
ries to build a new understanding of multinationalization 
of firms from emerging economies.
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